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On Feb. 5 in London, spokespersons for the International Cocoa Organization (ICCO) said that
despite reports to the contrary, the Brazilian government will continue as a member- nation. The
Brazilian Embassy's trade attache Valdemar Varneiro Leao, told EFE that press reports on plans to
withdraw from the ICCO were the result of a misunderstanding. Brazil is the world's second-largest
cocoa producer. An unidentified well-informed source cited by EFE said Varneiro's statement
has reduced market uncertainties. Another source said Brazil owes $454,000 towards the ICCO
administrative budget, and another $25 million for maintenance of the Organization's cocoa reserve
stocks. The same source added that the Brazilian government's fiscal austerity policies are wellknown, and thus, arrears to the ICCO are not considered a priority among other numerous overdue
debt payments. Still another unidentified source pointed out that withdrawal from the ICCO would
not cancel the government's overdue contributions to the organization. The source added that the
cocoa agreement's economic clauses have been effectively suspended, and a withdrawal by Brazil
would undoubtedly accelerate plans to negotiate a new accord. Another expert said that Brazil's
withdrawal from the ICCO would trigger an enormous price decline. The ICCO would collapse,
meaning a painful and rapid liquidation of cocoa stocks. This expert emphasized that plummeting
prices on the world market would be catastrophic for Brazil as well, especially for the cocoa industry
in Bahia state. Prices are currently at an historical low; Bahia cocoa growers and government officials
claim bankruptcy is imminent. Sources interviewed by EFE said that whatever savings the Brazilian
government expects to achieve by withdrawing from the ICCO would pale in comparison to export
revenue losses resulting from the subsequent price decline. (Basic data from EFE, 02/05/91)
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